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Abstract 
 

Financial statement fraud can result in significant losses for stakeholders including investors, creditors, 
and the government. As a result, the auditor is crucial in identifying and stopping such fraud. The 
auditor's professional skepticism and sense of self-efficacy are two aspects that might affect their capacity 
to spot fraud. Among the firms listed on the Indonesia Stock Exchange, this study intends to investigate 
the impact of professional skepticism and self-efficacy on identifying financial statement fraud. A total of 
147 respondents participated in the quantitative research approach, which employed a purposive sample 
strategy. Data was gathered through questionnaires delivered to respondents who participated in the 
company's auditing procedure. A multiple linear regression analysis was used to examine the data that 
had been gathered. The study's findings indicate a substantial relationship between professional 
skepticism and self-efficacy and the ability to identify financial statement fraud. Identifying financial 
statement fraud is specifically positively and significantly impacted by professional skepticism and self-
efficacy. These findings can significantly contribute to practitioners' and academics' abilities to identify 
situations of fake financial statement.  
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1. Introduction 

Companies must ensure their financial reports are accurate and trustworthy if they want investors 

to take them seriously. However, there are instances of deception in reported financial results. Thus, it is 

essential to have the company's financial accounts independently audited to assure their accuracy and 

credibility. The capacity of the auditor to spot fraudulent activity in the financial statements is a crucial 

part of any audit. Several characteristics can affect an auditor's capacity to spot fraud, including their level 

of professional scepticism and their sense of self-efficacy (Atmaja & Sukartha, 2021; Braun, 2000; Syed 

Mustapha Nazri et al., 2023; Zager et al., 2016) in particular. 

Stakeholders including investors, creditors, and the government might lose much money if a 

company's financial reports are falsified (Apriliana & Agustina, 2017; Yulianti et al., 2019). That's why 

it's the auditor's job to sniff out and prevent fraud of this sort (Yu & Rha, 2021). Unfortunately, there are 

times when not even certified auditors can prevent fraud from occurring in a company's books. The 

auditor's level of professional scepticism and their belief in their own ability to detect fraud are two 

factors that could influence detection success (Ghani et al., 2019). Auditors should maintain a healthy 

dose of professional scepticism when conducting audits, which has been shown to make auditors better at 

detecting fraud (Suryandari & Yuesti, 2017; Said & Munandar, 2018). Conversely, self-efficacy refers to 

a person's belief in his or her ability to carry out a task, which might influence motivation to do so 

(Atmaja & Sukartha, 2021; Bandura, 2012). According to the ACFE's (2020) Report on the Activity of 

Certified Fraud Examiners, professional scepticism is crucial in identifying false financial statements. 

Professionally sceptical auditors are more able to spot red flags that indicate financial statement fraud. 

Sceptical auditors are known to be more thorough in their investigations of red flags and their evaluations 

of audit data. Therefore, it is vital to investigate how auditor self-efficacy and professional scepticism 

influence the auditor's ability to detect fraud in a company's financial statements. This study has the 

potential to give academics and practitioners new insights on improving audit quality and preventing 

fraud in corporate financial statements. 

Detecting financial statement fraud is critical for safeguarding investors, creditors, and other 

stakeholders and maintaining the credibility of financial reporting (Jan, 2018). Through their audits, 

external auditors are educated to spot signs of financial statement fraud (Humpherys et al., 2011; 

Roszkowska, 2021). Financial accounts, supporting documents, and internal control systems are all 

examined by external auditors looking for red flags and abnormalities. When it comes to a company's 

financial performance, it's the job of external auditors to ensure the numbers add up. When a corporation 

willfully exaggerates its financial performance or position, it is committing financial statement fraud 

(Ikbal et al., 2020; Tsegba & Upaa, 2015). Revenue overstatement, expense understatement, asset 

inflation, and liability concealment are all forms of financial statement fraud (Kiymaz, 2020). Financial 

statement fraud is a complicated and difficult crime to uncover because the information supplied is often 

crafted to deceive even the most thorough external auditors (Rezaee, 2010). An external auditor's job is to 

evaluate a firm's financial statements without bias or influence from within the organisation (Alzeban, 

2019; Balkaran, 2008; Dzikrullah et al., 2020). To detect discrepancies and verify the absence of major 

misstatements in the financial accounts, external auditors must use their best judgement and a healthy 

dose of scepticism. The risk of fraud must also be taken into account by the external auditor when 
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assessing the effectiveness of the company's internal controls (Saputra & Yusuf, 2019; Shukurullaevich, 

2020; Syed Mustapha Nazri et al., 2023; Tunji, 2013). 

The purpose of this research is to analyse how an auditor's level of professional scepticism and 

confidence in their own abilities affects their ability to spot fake financial statements. Self-efficacy refers 

to an individual's confidence in his or her own capacity to carry out a task, while professional scepticism 

refers to the critical attitude carried by the auditor during the assessment. Stakeholders can suffer 

considerable losses due to fraudulent financial statements. Therefore, the auditor's ability to spot signs of 

fraud is crucial. Researchers hope these findings will help boost public trust in audits and the reliability of 

financial statements. 

2. Literature Review 

2.1. Professional Skepticism 

Professionals, especially auditors, are expected to approach their work with professional 

skepticism, which is an attitude of uncertainty, questioning, and critical thinking (Nolder & Kadous, 

2018; Shirzad et al., 2020). This involves keeping an inquiring mind and being alert to potential bias, 

misrepresentation and fraud in the information and data being examined. Professional skepticism also 

involves a willingness to challenge assumptions and evidence, seek alternative explanations, and 

independently verify information. This is an important aspect of professional behavior in fields that 

require objective assessment, such as accounting, auditing, and finance (Glover & Prawitt, 2014; Jaya et 

al., 2016; Kusumawati & Syamsuddin, 2018). Professional skepticism is a key concept in understanding 

independent auditors. This emphasizes the importance of skeptical and critical behavior by the auditor in 

assessing the audit evidence obtained during the audit process. This theory emphasizes that auditors must 

be skeptical and not too easily accept claims or evidence provided by the entity being audited (Fabiianska 

et al., 2021; Harber & Marx, 2020; Koswara et al., 2023). By adopting professional skepticism, 

professionals can help ensure the accuracy and reliability of information presented, and detect any 

inconsistencies or fraudulent activity that may occur. 

Research by Amlayasa and Riasning (2022), Dimitrova and Sorova (2016) states that professional 

skepticism has a significant positive relationship with detection of financial statement fraud. This is 

because professional skepticism allows auditors to approach their work with a critical mindset and 

question the information provided to them. By being skeptical, auditors are more likely to identify 

inconsistencies or anomalies in financial information that may indicate fraudulent activity (Mubako & 

O'Donnell, 2018). In addition, professional skepticism can help the auditor to identify areas that require 

further investigation, and to remain alert to potential red flags that might indicate fraudulent activity. This 

increased awareness can help the auditor to detect fraudulent activity that may go unnoticed (Hogan et al., 

2008). 

Professional skepticism is considered an important factor in supporting auditors' detection of 

financial statement fraud (Agustina et al., 2021; Iskandar et al., 2022). It is important for auditors to 

maintain a healthy level of skepticism throughout their work, and to be alert to potential red flags that 

might indicate fraudulent activity. Therefore, the first hypothesis in this study is concluded as follows: 
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Hypothesis 1: Professional Skepticism influences the Detection of Financial Statement Fraud 

2.2. Self-Efficacy 

To have self-efficacy is to have confidence in one's own abilities to perform a task or accomplish 

an objective (Marzuki et al., 2017). It's a subjective evaluation of one's own knowledge, skill, and 

aptitude for a given endeavour. A person's level of desire, effort, and tenacity in pursuit of their goals can 

be influenced by their sense of self-efficacy. High self-efficacy is associated with a positive outlook on 

adversity, the recognition of difficulties as learning experiences, and the ability to keep going despite 

setbacks (Atmaja & Sukartha, 2021; Ghani et al., 2019). The self-efficacy theory proposed by Amlayasa 

and Riasning (2022) states that an individual's confidence in his own abilities has a direct impact on his 

actions and the level of effort he puts into achieving his goals. When an auditor believes in his or her own 

competence to spot fake financial accounts, he or she is prone to put in extra effort, work steadily, and 

make sound auditing judgements. 

The auditor's sense of self-efficacy can have an impact on his performance and his ability to spot 

fake financial statements during an audit. Studies by Djaddang and Lysandra (2022), Lee et al. (2016) 

found that auditors' confidence in their own abilities correlated positively with their success at uncovering 

fake financial statements. Self-confident auditors are more likely to look deeply into possible cases of 

fraud, follow up on leads consistently, and put in extra time and energy overall. So, they are better at 

spotting financial statement fraud than auditors who don't believe in their own abilities. But auditors who 

don't believe in themselves are more likely to second-guess their competence, avoid making tough calls, 

and slack off on the job (Mohd Sanusi et al., 2018; Su et al., 2016). Their capacity to identify instances of 

false accounting could be hampered by the aforementioned problems. The confidence an auditor has in 

his or her own abilities to do a good job and spot signs of financial statement fraud is important. Self-

efficacy, or the belief that one can accomplish a goal or task successfully, is crucial for auditors (Agustina 

et al., 2021; Kawisana & Yudiastra, 2022; Pawitra & Suhartini, 2019). 

Auditors' confidence in their own abilities to spot fake financial reports is a key variable in this 

context. When compared to auditors with lower self-efficacy levels, individuals with higher levels are 

more likely to detect fraudulent activities and perform better overall. As a result, auditors need to 

cultivate and sustain a high level of self-efficacy if they want to be more successful in their work and in 

identifying fake financial statements. As a result, the following is drawn about the study's second 

hypothesis: 

Hypothesis 2: Self Efficacy has an effect on Fraud Detection of Financial Statements 

 

The figure 1 presents the framework for this research which is constructed as follows: 

 

http://dx.doi.org/


https://doi.org/10.15405/epsbs.2023.11.29 
Corresponding Author: Novy Silvia Dewi 
Selection and peer-review under responsibility of the Organizing Committee of the conference  
eISSN: 2357-1330 
 

 361 

 

 Conceptual Framework Figure 1. 

3. Research Method 

This study employs quantitative techniques to collect data on auditors of public accounting firms 

who examined a company listed on the Indonesia Stock Exchange and to evaluate the relationship 

between professional scepticism, self-efficacy, and the finding of financial statement fraud. This research 

employed a purposive sample strategy for its sampling process. There were a total of 170 questionnaires 

sent out, however 17 were never returned and 6 were only partially filled out. As a result, data from as 

many as 147 participants was collected. The experts chosen as responders in this study, auditors in public 

accounting firms, are those who perform the actual audit of the company's financial statements. Thus, 

these auditors are a good sample for studying how professional scepticism, self-efficacy, and the 

detection of financial statement fraud are related. In addition, the Indonesia Stock Exchange is home to 

numerous enterprises operating in the country's bustling financial sector. Since characteristics like 

professional scepticism and self-efficacy can affect whether or not fake financial statements are 

uncovered, doing so is crucial in the business world. In this study, information was gathered by the use of 

a questionnaire tailored to the factors of interest. The independent variables in this study are professional 

scepticism and self-efficacy, both of which are presented on a quantitative scale. The dependent variable 

is the detection of fraud in financial statements, which may be measured in the same way. Linear 

regression is the chosen method of analysis for this investigation. Financial reporting fraud was employed 

as the dependent variable in a linear regression analysis of professional scepticism and self-efficacy as 

independent variables. In order to analyse the data and get results that are relevant and statistically 

interpretable, the analysis was performed using statistical software like SPSS (Statistical Package for the 

Social Sciences). 

4. Result and Discussion 

The first analytical test carried out in this study was to test the measurement instrument or 

questionnaire using 2 methods, namely the validity test and the reliability test. The validity test is carried 

out to ensure that the measurement instrument or questionnaire used can actually measure the construct or 
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variable in question accurately and validly. The measurement instrument or questionnaire can be said to 

be valid if the total 2-tailed significance of each variable gets a value of <0.05. It must be more than r 

table 0.135 (Pearson, df = (, n-2)) or by comparing the value of r count (Pearson Correlation). Table 1 

below shows the findings of this study's validity test: 

 

Table 1.  Validity Test  
Variable  R Count R Table 5% 

(147) 
Significance Information 

Professional Skepticism PS1 0.822 0.135 0.000 Valid 
PS2 0.754 0.135 0.000 Valid 
PS3 0.846 0.135 0.000 Valid 
PS4 0.770 0.135 0.000 Valid 
PS5 0.722 0.135 0.000 Valid 

Self-Efficacy SE1 0.806 0.135 0.000 Valid 
SE2 0.797 0.135 0.000 Valid 
SE3 0.860 0.135 0.000 Valid 
SE4 0.610 0.135 0.000 Valid 
SE5 0.871 0.135 0.000 Valid 

Detection of Financial 
Statement Fraud 

FSF1 0.824 0.135 0.000 Valid 
FSF2 0.731 0.135 0.000 Valid 
FSF3 0.737 0.135 0.000 Valid 
FSF4 0.736 0.135 0.000 Valid 
FSF5 0.713 0.135 0.000 Valid 

 

As can be seen in table 1 above, the professional scepticism variable received a r count (Pearson 

Correlation) of 0.822, which is already greater than r table (0.135), as part of the validity test. The 

resulting 2-tailed p-value is 0.000 (0.05). The r count for PS2 was 0.754, which was higher than the r 

table value of 0.135% and had a 2-tailed significance of 0.000 (0.05). With a 2-tailed significance level of 

0.000 (0.05), PS3's calculated r value of 0.846 was higher than the r table's value of 0.135. Finally, PS4 

calculates a r value of 0.770, which is larger than the r table value of 0.135% and yields a 2-tailed 

significance value of 0.000 (0.05). The computed 2-tailed significance value for PS5 is 0.000 (0.05), but 

the r count value is > 0.135. These results lend credence to the reliability and accuracy of the professional 

scepticism survey as an assessment instrument. 

The self-efficacy variable's r count value was 0.806 (> r table 0.135), and SE1 returned a 2-tailed 

significance value of 0.000 (0.05). Using SE2, we get a 0.000 (0.05) 2-tailed significance value and a r 

count of 0.797 (more than the r table value of 0.135). SE3 has a value of 0.860 (> r table 0.135) and a 2-

tailed significance level of 0.000 (0.05). The calculated r value of 0.610 with a 2-tailed significance value 

of 0.000 (0.05) provided by SE4 is more reliable than the r value of 0.13 provided by the r table. SE5 

similarly yielded positive results, with a 2-tailed significance of 0.000 (0.05) and a r count of 0.871 (> r 

table 0.135). Therefore, it might be argued that the questionnaire or other measuring tool used to assess 

self-efficacy is reliable and accurate. With a r count of 0.824 (> r table of 0.135), the FSF1 questionnaire 

for detecting financial statement fraud achieved a 2-tailed significance value of 0.000 (0.05). The r count 

for FSF2 is 0.731, which is larger than the r table value of 0.135% and yields a 2-tailed significance level 
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of 0.000 (0.05). FSF3 calculates an r-value of 0.737 (> r table 0.135), which is statistically significant at 

the 0.000 (0.05) level. In contrast to the r table's value of 0.135, the estimated r value for FSF4 was 0.736, 

yielding a 2-tailed significance level of 0.000 (0.05). FSF5's r count was 0.713 (more than r table's 0.135), 

and the significance level at the lower of the two tails, 0.05, was 0.000. These results provide evidence 

that the variable in the questionnaire used to detect financial statement fraud is valid. 

Researchers also conduct reliability tests on the tools and questionnaires they use to collect data, 

making sure they consistently and reliably measure the same variable across multiple occasions and 

contexts. According to Ghozali (2001), when a variable's Cronbach's alpha is more than 0.7, it can be 

argued that a measuring instrument or questionnaire is dependable. Table 2 below displays the findings 

from the study's reliability analysis: 

 

Table 2.  Reliability Test  
Item-Total Statistics 

 

Scale 
Mean if 

Item 
Deleted 

Scale 
Varianc
e if Item 
Deleted 

Corrected 
Item-Total 
Correlatio

n 

Squared 
Multiple 

Correlatio
n 

Cronbach'
s Alpha if 

Item 
Deleted 

Cronbach'
s Alpha  

Professiona
l 
Skepticism 

PS1 21.823
1 

9.749 .700 .608 .795 0.842 

PS2 21.816
3 

10.548 .611 .547 .820 

PS3 21.108
8 

9.221 .727 .602 .787 

PS4 21.095
2 

10.744 .648 .500 .811 

PS5 21.122
4 

10.684 .560 .363 .833 

Self-
Efficacy 

SE1 21.408
2 

8.024 .670 .519 .818 0.850 

SE2 21.557
8 

7.974 .651 .448 .824 

SE3 21.734
7 

8.087 .770 .614 .791 

SE4 21.857
1 

9.918 .448 .281 .867 

SE5 21.768
7 

7.905 .785 .639 .786 

Detection 
of Financial 
Statement 
Fraud 

FSF
1 

20.952
4 

7.470 .704 .729 .721 0.798 

FSF
2 

20.877
6 

8.026 .564 .679 .765 

FSF
3 

20.850
3 

8.293 .594 .449 .758 

FSF
4 

21.551
0 

7.400 .523 .332 .787 

FSF
5 

20.748
3 

8.299 .552 .424 .769 

 

According to the reliability test findings in the table above, the Cronbach's alpha value for the 

professional skepticism variable was 0.842. Cronbach's alpha values for the self-efficacy and financial 
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statement fraud detection variables are 0.850 and 0.798, respectively. From the results of the reliability 

test, it shows that the Cronbach's alpha value of the variable professional skepticism, self-efficacy and 

detection of financial statement fraud is more than 0.7, therefore it can be concluded that the 

measurement instruments or questionnaires used in research are consistent and reliable or reliable. 

A determination analysis test was then conducted to ascertain the association between two or more 

independent variables (professional skepticism, self-efficacy) and the dependent variable (recognition of 

financial statement fraud) at the same time. This coefficient demonstrates the extent to which the 

independent factors simultaneously affect the dependent variable. The determination analysis test findings 

are shown in table 3 below based on the regression analysis results: 

 

Table 3.  Determination analysis test 
Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .827a .684 .679 1.94135 
a. Predictors: (Constant), Professional Skepticism, Self-Efficacy 

 

The table presents the outcomes of the determination analysis test which indicate a correlation 

coefficient (R) of 0.827, denoting a strong relationship between the variables. The coefficient of 

determination (R Square) value of 0.684 suggests that the impact of independent variables (professional 

skepticism and self-efficacy) on the dependent variable (detection of financial statement fraud) is 6.84%. 

Consequently, the study concludes that there is a significant positive relationship between professional 

skepticism and self-efficacy, and the detection of financial statement fraud. This signifies that higher 

levels of professional skepticism and self-efficacy among auditors enhance their ability to uncover 

fraudulent activities in a company's financial statements. 

The study also conducted an F-test analysis to determine whether the independent variables 

(professional skepticism and self-efficacy) collectively exert a significant impact on the dependent 

variable (detection of financial statement fraud). Additionally, this test aims to ascertain if the regression 

model can predict the dependent variable effectively. A significance value of <0.05 indicates a significant 

influence of the independent variables on the dependent variable. Table 4 displays the F-value obtained 

from the regression analysis: 

 

Table 4.  F test  
Model Sum of Squares df Mean Square F Sig. 

1 Regression 1172.469 2 586.234 155.547 .000b 
Residual 542.715 144 3.769   
Total 1715.184 146    

a. Dependent Variable: Detection of Financial Statement Fraud 
b. Predictors: (Constant), Professional Skepticism, Self-Efficacy 

 

The results in the above table demonstrate that the calculated F-value is 155.547, with a 

significance level of 0.000, which is less than 0.05. Therefore, it can be inferred that the independent 

variables (professional skepticism and self-efficacy) significantly influence the dependent variable 

(detection of financial statement fraud). Additionally, a partial regression coefficient test (t-test) was 
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conducted to determine whether the independent variables (professional skepticism and self-efficacy) 

partially exert a significant impact on the dependent variable (detection of financial statement fraud) in 

the regression model. Table 5 displays the results of the regression analysis output. 

 

Table 5.  T test 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 
1 (Constant) 4.355 1.255  3.469 .001 

Professional 
Skepticism 

.300 .066 .343 4.558 .000 

Self-Efficacy .512 .073 .530 7.048 .000 
a. Dependent Variable: Detection of Financial Statement Fraud 

 

The results of the partial regression coefficient test (t-test) presented in Table 5 indicate that the 

first hypothesis, which postulates that professional skepticism influences the detection of financial 

statement fraud, obtains a t-value of 4.558, exceeding the t-table value of 1.976, and obtains a 

significance value of 0.000, which is less than 0.05. Thus, it can be concluded that the first hypothesis is 

supported, implying that professional skepticism has a significant and positive impact on detecting 

financial statement fraud. The second hypothesis, which suggests that self-efficacy affects the detection of 

financial statement fraud, obtains a t-value of 7.048, surpassing the t-table value of 1.976, and attains a 

significance value of 0.000, which is less than 0.05. Hence, it can be inferred that the second hypothesis is 

also supported, indicating that self-efficacy has a substantial and positive influence on detecting financial 

statement fraud. The study findings reveal that individuals with higher levels of professional skepticism 

and self-efficacy possess greater capabilities to identify fraudulent financial statements.  

The study's data analysis and processing results indicate that the two independent variables, 

namely professional skepticism and self-efficacy, have a significant and positive simultaneous impact on 

detecting financial statement fraud. This implies that auditors possessing higher levels of professional 

skepticism and self-efficacy exhibit greater capabilities in detecting financial statement fraud. The 

individual analysis reveals that professional skepticism and self-efficacy also have a significant and 

positive effect on detecting financial statement fraud. These findings suggest that professional skepticism 

and self-efficacy are crucial factors in detecting financial statement fraud. The results of this study align 

with previous research conducted by Ghani et al. (2019) and Agustina et al. (2021), which indicate that 

professional skepticism and self-efficacy play vital roles in detecting financial statement fraud. A 

skeptical auditor will likely scrutinize information provided and seek additional evidence to verify its 

accuracy. 

5. Conclusion 

Research shows that accountants' level of scepticism and confidence in their own abilities both 

play a role in whether or not financial statement fraud is uncovered. These results suggest that auditors' 

capacity to spot fraud in financial accounts increases in tandem with their level of professional scepticism 

and confidence in their own abilities as auditors. Companies and auditing firms would do well to consider 
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these characteristics when hiring and educating auditors if they want to improve audits' ability to prevent 

and detect fraud in the accounting records. The findings of this research might help businesses prioritise 

the competence of their auditors and the reliability of their accounting records. Furthermore, authorities 

might use this study as a reference for formulating new audit standards to enhance audit efficiency in 

identifying financial statement fraud. Companies, and particularly those listed on the Indonesian Stock 

Exchange, can benefit from this study. Companies can help their auditors spot fake financial statements 

by nurturing traits like professional scepticism and self-efficacy. The findings of this study can also be 

utilised as a guide by supervisory agencies, regulators, and educators to raise auditing education and 

certification benchmarks. More investigation is needed to find other elements that can influence the 

auditor's capacity to recognise fraud in financial accounts, yet these variables were not evaluated in this 

study. 
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